Social Security Brief No. 23 page 2 overseas for a company under contract with the U.S. government. To provide life insurance for his or her family, a worker must have been employed long enough in jobs covered by Social Security. No one needs more than ten years of covered work to provide this family protection. Workers under age 24 need to have covered employment in at least six calendar quarters. Other workers have survivor protection if they have worked at least one-fourth of the calendar quarters between age 21 and their date of death and earned a minimum required amount. If workers do not meet this requirement, they would still have life insurance protection for their families if they worked in covered employment for at least 6 calendar quarters in the 13 quarters before they died.
Which Family Members Are Eligible?
Social Security benefits are paid to the following family members of deceased workers:
Unmarried children under age 18, or under age 19 if still in high school full time;
Adult children who became disabled before age 22;
A widowed mother or father caring for an eligible child under age 16 or a disabled adult child;
A widowed spouse age 60 and older, (or age 50 or older and disabled); and Parents age 62 or older who had been receiving at least half their support from the son or daughter before he or she died.
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Children of a former marriage and children born out of wedlock are entitled to receive benefits, as is an ex-spouse caring for an eligible child.
How Much Does Social Security Pay?
Social Security benefit amounts for families of deceased workers are based on the worker's prior earnings and the number of eligible family members. To calculate the Social Security benefits surviving families receive, the deceased worker's earnings are averaged over most of his or her working lifetime. The benefit formula is structured to pay higher dollar benefits to higher earners, but the benefits replace a smaller share of past earnings for high earners than for low earners. Additional benefits are paid when more than one family member is eligible. A family maximum caps the total monthly benefits payable based on a worker's record.
Pay ranges for military personnel by rank and tenure in 2006 are shown in Appendix Table  A . For example, enlisted personnel in grade E-2 have base pay just under $18,000 a year and would include a private in the Army, a private first class in the Marines, a seaman apprentice in the Navy, and an airman in the Air Force. Those making about $24,000 annually (E-6) would include a staff sergeant in the Army or Marine Corps, a technical sergeant in the Air Force, or a petty officer first class in the Navy. Those entering the commissioned officer rank (O-1) have base pay just under $30,000 a year and would include 2 nd lieutenants in the Army, Air Force or Marines, and an ensign in the Navy. Beneficiaries under the full retirement age (age 65-67, depending on year of birth) are subject to a Social Security "earnings test," which means that part of their benefits are withheld if they have significant income from employment. In 2006, survivor beneficiaries who are below retirement age and earn more than $1,040 a month (or $12,480 a year) have $1 in benefits withheld for each $2 in earnings above that amount. For example, a widow of a serviceman who prior to his death had earned $30,000 a year and had one eligible child would be entitled to Social Security of $10,620 a year for herself and an equal amount for the child. If the widow earned $20,000 a year from work, her Social Security would be reduced to $6,860 for the year. 5 Her child's benefits would not be reduced.
The earnings test applies only to the benefits received by the individual who is working, so that if a widowed father or mother had benefits withheld under the earnings test, the eligible children would still receive full benefits. If three or more children in a family receive benefits, the earnings of the widowed parent would not result in any reduction in family benefits, because the maximum family benefit would be payable on behalf of the children. For example, the family of a serviceman making $30,000 with three or more children would be entitled to the maximum family payments of $26,260 on behalf of the children. The widow's earnings would not reduce the Social Security income for the family.
The Social Security Administration does not have a separate count of benefits paid to families of workers who died in military service or in overseas contract work. In all, 170,000 widowed mothers and fathers and 1,864,000 children received Social Security survivor benefits in August 2006. The children include 1,329,000 children under age 18; 24,000 students under age 19; and 511,000 adults disabled since childhood (Social Security Administration, 2006b).
mainly from Dependency and Indemnity Compensation paid by the DVA. The DVA also pays monthly stipends to help widowed spouses and children with educational expenses. The Survivor Benefit Plan administered by the Department of Defense is part of the military retirement pension system and may provide some additional monthly income to widowed spouses of servicemembers who die on active duty. Finally, temporary housing assistance and one-time moving expenses are available to families of servicemembers who die on active duty. Each of these benefits is described briefly here. 6 
Death Gratuity
When a servicemember dies, the next of kin 7 receives a one-time non-taxable payment intended to meet the immediate expenses of the family, called the death gratuity. This compensation is paid through the Department of Defense and is given to the family as soon as possible, usually within 72 hours of notification of the servicemember's death. By legislation enacted in 2005 and 2006, Congress increased the death gratuity from $12,420 to $100,000. This higher amount is retroactive for survivors of servicemembers who died on or after October 7, 2001 , regardless of whether their death occurred in a designated combat zone (National Military Family Association, 2006) .
Term Life Insurance-Servicemembers' Group Life Insurance
All members of the armed forces and reservists are automatically enrolled for life insurance coverage through Servicemembers' Group Life Insurance, which is offered through the Department of Veterans Affairs. The monthly premium is $0.065 for each $1,000 of coverage, and coverage is available in increments of $50,000. The maximum available coverage was increased in September 2005 from $250,000 to $400,000, and servicemembers are automatically enrolled at the maximum amount unless they decline such coverage in writing (Department of Veterans Affairs, 2006; Epley, 2005) . The life insurance payments can be paid to beneficiaries as a lump sum or in 36 equal installments, as specified by the servicemember. Through a private insurance and financial services company, FinancialPoint, the Department of Veterans Affairs offers free personalized financial planning services to recipients of the life insurance payments for one year after the servicemember's death.
Dependency and Indemnity Compensation
Unless the death was caused by willful misconduct, survivors of deceased servicemembers are generally eligible for monthly compensation payments, called Dependency and Indemnity Compensation (DIC). These benefits are administered by the Department of Veterans Affairs (DVA) and are not subject to income taxes. Families of reservists and families of federally activated members of the National Guard who die in service can also receive DIC benefits. The monthly compensation is payable to:
Surviving spouses who have not remarried, or those who remarry after age 57;
Unmarried children until age 18 (age 19 if still in high school), or between the ages of 18 and 23 who are attending a VA-approved school;
Disabled adult children; and Parents of the deceased service member who are determined to be low income.
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Unlike Social Security benefits, DIC payments for deaths that occurred in 1993 and after do not vary according to the servicemember's pay or rank. 9 As of December 2005, the monthly payment for a widowed spouse is $1,033, with an additional payment of $257 per month for each eligible child under age 18 (age 19 if in secondary school) living with the widowed spouse. If the child is a student between the ages of 18 and 23, the monthly payment is $218. If the child is over 18 and disabled, the payment is a lifetime sum of $438 per month (Table 2) . If an eligible spouse remarries before age 57, the DIC payment is terminated, although DIC will be reinstated if the new marriage ends in death, divorce or annulment. Additionally, surviving spouses with minor children receive transition assistance DIC payments of $250 per month for the first two years of DIC entitlement 10 (National Military Family Association, 2006).
When there is no eligible spouse to receive the DIC payment, the specified amount is divided equally among any children of the servicemember. For example, when there is only one eligible child, the payment is $438 per month. When there are three eligible Social Security Brief No. 23 page 7 children, the $819 monthly payment is divided equally among them, with $273 for each child. DIC payments for widowed spouses and children are automatically adjusted each year to keep pace with inflation.
Survivor Benefit Plan
The Survivor Benefit Plan (SBP) is administered through the Department of Defense as part of the military retirement pension system. It originally applied only to survivors of retirement-eligible servicemembers, but effective September 10, 2001, coverage was extended to survivors of servicemembers not eligible for retirement who die while on active duty 11 (Burrelli, 2006) . Servicemembers on active duty are automatically enrolled in the SBP and they can elect any of six categories of survivor beneficiaries: spouse; spouse and child; child only; former spouse; former spouse and child; and person with an insurable interest. The SBP annuity for a widowed spouse under the age of 62 of a retired servicemember is 55 percent of the retiree's base pay. When a servicemember dies prior to retirement, the SBP annuity is based on an amount the servicemember would have received if, on the date of death, he or she had retired with a total disability, which is calculated as 75 percent of basic pay. The survivor annuity is then computed as 55 percent of the disability retirement benefit (Chu, 2005; Moakler, 2005) . Payments to survivors are adjusted annually for cost of living increases and, unlike DIC payments, are subject to federal income taxes.
By law, if no specific beneficiary is designated, SBP benefits are awarded first to the spouse, and payments continue over the course of the surviving spouse's lifetime unless she or he remarries prior to age 55 (Burrelli, 2006) . Benefits provided through the SBP to the surviving spouse are offset dollar for dollar by any DIC payments she or he receives. When the SBP benefit is larger than the DIC payment, the surviving spouse receives the difference between the two amounts. If the SBP benefit is less than the DIC payment, the surviving spouse will not receive any SBP payment. Surviving spouses can avoid this offset by designating that SBP payments be paid to any eligible children, but the SBP benefit will end when the children's eligibility ends (at age 18, or 23 if a full-time student), or when a disabled adult child dies.
Because the amount of the SBP payment is dependent upon the servicemember's rank and length of service, the offset against the DIC nullifies all or most of the SBP entitlement for survivors of servicemembers below the rank of E-6 (See Appendix Table A 
Educational Assistance
The survivors of a deceased servicemember qualify for educational assistance benefits from the Survivors' and Dependents' Educational Assistance Program (DEA) of the Department of Veterans' Affairs. The program pays up to 45 months of benefits for education in a degree, certificate, or apprenticeship program, or for technical or vocational training. Effective October 1, 2005, benefit rates are $827 per month for full-time attendance in education programs, and reduced benefits are paid for part-time attendance. The benefit is available to the widowed spouse, 12 and eligible children can utilize the 
Housing Assistance
Families of a deceased servicemember receive housing assistance through the Department of Defense for one year after the date of the death, provided through either government housing or Basic Allowance for Housing payments. The amount of the housing allowance varies according to the servicemember's rank and the geographic location of the family. The government will also pay one-time moving costs for the family.
Combined Military and Social Security Benefits
Families eligible for survivor benefits from Social Security and the veterans' compensation program are eligible to receive both benefits in full. Table 3 illustrates combined payments for a widowed spouse with three children and for a widowed spouse only. Veterans' compensation (or DIC) pays these families the same amount regardless of the servicemember's rank or pay. The widowed spouse would receive a monthly payment of $1,033, plus a transition assistance payment of $250 for the first two years, for an annual total of $15,396. The three children together would receive $9,252 a year, bringing the total family payment to $24,648 a year for each family. Social Security and veterans' compensation together would pay roughly $40,000 to the widowed spouse and three children of a servicemember who had an annual salary of $18,000, while combined benefits would be just over $50,000 for a similar family of a servicemember who had earned $30,000 a year.
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The Survivor Benefit Plan would pay a partial benefit to surviving families of higher paid servicemembers. If the servicemember had made $60,000, the SBP of $24,750 would be reduced by the amount the widowed spouse received in veterans' compensation ($15,396 including the transition payment in the first two years), for an annual SBP payment of $12,354. Total payments to the widowed spouse and three children of a servicemember making $60,000 would be just over $74,000 from the combination of Social Security, veterans' compensation and the SBP.
When only a widowed spouse is eligible, total benefits are smaller because monthly Social Security benefits are not paid to young widowed spouses without children. Widowed spouses would receive monthly veterans' compensation of $1,033 (but not the $250 yearly transition assistance for those with minor children) for a total of $12,396 a year. A partial SBP would supplement the veterans' compensation for widowed spouses of higher paid servicemembers.
How Many Surviving Children and Spouses Receive Veterans' Compensation?
In September 2006, some 12,293 children and 12,530 widowed spouses were receiving monthly compensation as dependents of 14,939 deceased members of the armed forces who were injured or killed on active duty in the Gulf War period, according to the Department of Veterans' Affairs. For DVA purposes, the Gulf War period extends from August 2, 1990, through a date yet to be set by law or Presidential proclamation (Department of Veterans Affairs, 2006a). The deceased include those who died on active duty and others who died after returning to civilian life with a service-connected disability sustained in the Gulf War period.
It is quite likely that almost all of the children under age 18 (and the disabled adult children) receiving veterans' compensation would also receive Social Security. Widowed spouses receiving veterans' compensation would also receive Social Security only if they had entitled children in their care, or were over age 60 (or over age 50 and disabled). Appendix  Table b ). American citizens who are employed overseas by a company under a U.S. government contract are covered by Social Security, and their families have the survivor protection Social Security provides. In addition, a special workers' compensation program covers civilians who work outside the United States for companies under contract with the U.S. government. When a U.S. worker is injured or killed on assignment with a company under contract with the U.S. government, the death is generally considered work-related even if the injury or death occurred outside of normal work hours.
Survivor Benefits for Families of Civilian Contract Workers Overseas
In general, workers' compensation pays cash and medical benefits to workers who are injured on the job and compensates families of workers who die of injuries or illness caused on the job. Workers' compensation began in the United States early in the 20 th century before any precedent existed for federal involvement in social insurance. Consequently, workers' compensation programs were set up by states without any federal participation. The first state workers' compensation law was enacted in 1911. By 1920, all but seven states had adopted workers' compensation programs and a federal program covered all federal civilian employees. Today, each state has its own program.
In 1927, Congress enacted the federal Longshore and Harbor Workers Compensation Act (LHWCA) to provide workers' compensation coverage to maritime workers who fell outside the jurisdiction of any state program. In 1941, Congress passed the Defense Base Act (DBA), which extended the benefits of the LHWCA to employees on overseas military, air, or naval bases or other areas overseas under a public works contract with the U.S. government. This expansion of coverage applies to overseas employees of companies that are under contract with any federal agency.
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What Must Employers Do?
The Defense Base Act requires companies under contract with the U.S. government to purchase private workers' compensation insurance or be approved to self-insure in order to pay workers' compensation benefits for their employees working overseas. The act applies to both U.S. and foreign companies, as well as to any subcontractors. Companies subject to the Defense Base Act must cover all their employees, regardless of nationality. For example, in Iraq, Iraqis and citizens of other nations who work for companies under contract with the U.S. government are covered under the Defense Base Act.
The Office of Workers' Compensation Programs in the U.S. Department of Labor approves insurance carriers and self-insured employers. More than 700 insurance companies and self-insured employers are approved under the overall Longshore and Harbor Workers' program, and 209 companies are authorized to provide Defense Base Act coverage, but the majority of the coverage is administered through companies in three groups, ACE-USA, AIG, and CNA.
Under terms of the War Hazards Compensation Act of 1942, the U.S. government will reimburse insurance companies or self-insured employers for compensation they pay under the Defense Base Act for injuries or deaths resulting from war-risk hazards. Thus, the insurance companies cover all non-war risk injuries, and are responsible for initial payments of compensation for war risks. The federal government ultimately bears the cost of compensation for war-risk hazards, including reimbursement of the initial payments.
Who Is Eligible for Survivor Benefits?
Benefits under the Defense Base Act are available to the widowed spouse and children of the deceased worker as follows:
A widowed spouse for life or until she or he remarries;
Unmarried children under age 18, and children ages 18-23 if full-time students;
Children age 18 or older who are incapable of self-support due to mental or physical disabilities; and If there is no eligible spouse or child, survivor benefits are available to parents, grandparents, siblings, grandchildren and other dependents.
How Much Is Paid to Surviving Families?
The Defense Base Act specifies the disability, medical, and death benefits to be paid to covered employees. The weekly benefits are 50 percent of the employee's recent average weekly earnings for a widowed spouse or one surviving child. If there are two or more eligible survivors, the benefit is 66 and 2/3 percent of the worker's average weekly wage, subject to a maximum of $1,073. U.S. citizens may be covered by both Social Security and workers' compensation payments under the Defense Base Act. If so, their families are entitled to both payments in full as shown in Table 4 . For example, if a truck driver making $60,000 died leaving a wife and three eligible children, the family would be entitled to about $37,860 in Social Security benefits. The family would also be entitled to 67 percent of the worker's pay, or about $40,000 a year for a total of $77,860 a year. A worker with a spouse and three children who made over $90,000 a year would have Social Security survivor protection of up to $45,740, plus the maximum DBA payment of $55,800 a year for a combined annual payment of just over $100,000.
Summary
While Social Security is best known as a retirement program, it is also an important source of income security for families with children, including families of servicemembers who risk their lives in national service. When a member of the armed forces dies, his or her family may qualify for Social Security until the youngest child completes high school. A widowed spouse, with or without children, is entitled to benefits for life (or until remarried) from Department of Veterans' Affairs when a servicemember dies. Benefits from both sources are paid in full to families eligible for both. Families with three or more eligible children receive the maximum Social Security benefit payable on one worker's record in addition to any benefits payable from other sources. While income can never replace the lost life of the father or mother, the benefits protect the families against financial hardship related to their sacrifice. The widowed spouse and three children of a deceased servicemember making about $30,000 would have combined monthly income from Social Security, veterans' and military benefits of about $51,000 a year. If the deceased individual had been working overseas for a company under contract with the U.S. government and had earned about $60,000 annually, a widowed spouse and three or more children would receive nearly $78,000 a year in combined Social Security and compensation payments under the Defense Base Act. Over 4 yrs.
